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HIGHLIGHTS 


1978 1977 
Financial: 
GYOSSITEVENUCT ea tas sce. Cons Ae ere aire anes eh ean Loree Ban aeRO $13,175,009 $ 8,715,492 
Fund: provided‘ by Operations sacs ae eee eee eer $ 1,947,907 $ 298,743 
PO Sila tied Smee eect «cee apie 2.) rn Sn ane care ee .29 $ .06 
Net income (loss) before extraordinary items ....................-. $ 1,070,576 $ (184,168) 
Per-Share: ute per acre eaeeery tet ae fe: Ahr Poo nt nee eee .16 $ (.04) 
Neb incomes(lOSS) scene tate eee ate ete ay cee eee ge eee ewe $ 1,448,660 $ (109,518) 
Pershare sien cote saree he rere irs drat She Oe eect e amen: 22 $ (.02) 
shares:outstandingjxecae cc: em ea tae rene, he castes heres 7,228,930 5,673,252 
Operations: 
Oilksales7—= gross Darrels: per day me estar eee et oe oe ae 238 193 
Naturaliqas:salesi—= MC, pemday ac paee sree sie eee ee 673 214 
Wells drilled (gross): 
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PRESIDENT’S LETTER 


im, 


The past year was a period of unprecedented activity 
for the petroleum industry in Canada. In addition to 
record levels of exploration and development 
throughout Western Canada, many of the significant 
new energy projects which will be needed to meet 
Canada’s future energy needs and export demands 
were being readied. 


The Trans-Canada Group of companies have ridden 
the crest of this activity to new levels of productivity in 
both the resource and service areas resulting in a 
most satisfactory and encouraging profit picture. We 
feel confident that these levels of activity, both insofar 
as Trans-Canada is concerned and throughout the re- 
source industry, will continue during the coming year 
and into the foreseeable future. 


This productivity has brought the Company to a new 
level of maturity. In the past, minimal working capital 
and minor cash flows hampered our endeavours. 
Today the Company is rapidly approaching a level of 
self-sufficiency where high interest rates and the 
weakened Canadian dollar will have little effect on our 
profit figures. 


Cash flows from oil and gas production have in- 
creased and will continue to increase significantly. We 
are thus moving towards a more balanced cash flow 
from our two areas of business. The increased cash 
flows are due in part to being able to market the 
majority of our gas reserves despite the serious mar- 
keting problems for Western Canada natural gas. The 
Company will continue to re-invest surplus cash flows 
plus additional funds into the petroleum industry in an 
effort to further increase oil and gas reserves and 
hence the value of our shareholders’ equity. 


kk * 


COMPANY PROFILE 


Trans-Canada Resources Ltd. was incorporated as Trans-Canada 
Oils Ltd. in 1966 under the laws of the Province of British Columbia. 
It is now owned by some 2,200 shareholders whose addresses of 
record indicate 95% of the issued shares are owned by Canadian 
residents. The common shares of the Company are listed on the 
Toronto Stock Exchange (TCO). 


The Company is engaged in the exploration and development of oil 
and gas — the natural resources group, and in the provision of 
goods and services to the oil and gas industry — the service indus- 
tries group. The various operating entities in each group are de- 
tailed on the inside back cover of this report. 


Subsequent to year-end, the Company entered into 
two major transactions in the oil and gas sector. In 
Canada, the Company’s 25% working interest in the 
Wayne-Rosedale area of Central Alberta was sold for 
a cash consideration of $550,000. In the United King- 
dom, the Company’s interest in U.K. Block 3/7 was 
sold for a cash consideration of (U.S.) $822,500. 


While the Company does not have a policy of selling 
oil and gas properties, each opportunity to sell is 
thoroughly analyzed and a decision made on the facts 
of each case. Proceeds of the sales will be re- 
invested primarily in new resource endeavours. 
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In the Service Industries divisions we have shown the 
ability to compete in the highly competitive interna- 
tional market, essentially through technical compe- 
tence. This will lead to continued growth by the Com- 
pany as the Canadian marketplace alone is too nar- 
row to justify the investment necessary to become a 
major service company. The performance of the ser- 
vice industry group in the past year was excellent, and 
we will continue to provide funds needed for their 
growth. 


The Canadian Petroleum industry and its people have 
an excellent image worldwide and Trans-Canada is a 
small example of Canadian entrepreneurship in the 
world petroleum marketplace. 


Trans-Canada is fortunate in having a team of loyal 
and hard working employees together with capable 
management to supervise its diversified and expand- 
ing operations. We look forward to the year ahead 
with anticipation and confidence. 


ON BEHALF OF THE BOARD 


B. A. Macdonald 
President 


February 2, 1979 


The natural resources group owns producing properties in Alberta, 
British Columbia, Saskatchewan and the United States. Unde- 
veloped oil and gas leases, royalty interests and geothermal rights 
are held in various areas including Western Canada, the Northwest 
Territories, the Arctic Islands, the U.K. North Sea and the United 
States. 


The service industries group provides, primarily to the natural re- 
sources industry, drilling fluid products and services (I.D.F.), and 
equipment and services for the protection of life and property 
(Oilind). The group operates throughout Canada and the United 
States, and through various 50% owned companies also operates 
outside North America in the drilling fluid business. 


EXPLORATION AND DEVELOPMENT 


The Company’s exploration and development prog- 
rams are concentrated primarily in the Western 
Canada Sedimentary Basin but also extend into the 
Rocky Mountain Basins of the United States. 


During the 1978 fiscal year, the Company participated 
in the drilling of 85 test wells. Thirty-four exploratory 
wells were drilled resulting in 8 oil wells, 15 gas wells, 
9 abandonments and 2 drilling at year end. Fifty-one 
development wells were drilled resulting in 18 oil 
wells, 23 gas wells, one abandonment, 8 completions 
as either water source wells or injection wells and one 
drilling at year end. 


WAINWRIGHT 


In May, 1977, the Company participated in a 2,800 
foot test well in the Wainwright area of East-Central 
Alberta which was completed as a commercial oil dis- 
covery in the Sparky Sand formation. Your Company 
has aggressively pursued this discovery with participa- 
tion in a multi-million dollar acreage acquisition and 
drilling program. 


The initial discovery was located on a land holding of 
only one section, which has now been fully developed 
and placed on production pursuant to a water-flood 
pressure maintenance scheme approved by the AI- 
berta Energy Resources Conservation Board. This 
prospect has 17 oil wells, 5 injection wells and one 
water source well and was developed at a gross cost 
of $3 million. Trans-Canada has a 17.5% working in- 
terest. 


The land acquisition program has now acquired some 
fifteen additional sections of P. & N. G. lease lands in 
the same geologic area. A farmout agreement was en- 
tered into with a drilling fund which expended $2.5 
million to develop 480 acres. This development, which 
includes 16 oil wells, 4 injection wells and a water 
source well, is expected to be fully operational by Feb- 
ruary 1, 1979. Trans-Canada has a 10% working in- 
terest in the farmout acreage and a 50% interest in 
offsetting lease acreage. Trans-Canada further re- 
tained its full interest in the gas production from twelve 
sections of P. & N. G. lease lands in this area. 


While much publicity has been given to the Lloydmins- 
ter area “heavy oil” prospects, we believe the area at 
Wainwright to have two distinct advantages. Firstly, 
the productive sands are consolidated vs. unconsoli- 
dated at Lloydminster, and secondly the gravity of the 
Oil is 21 - 24° A.P.I. vs. 11 - 14° A.P.1. at Lloydminster. 
In both cases the Wainwright area gives fewer operat- 
ing problems, hence a greater return on investment. 


The potential for substantial additional oil and gas 
production at Wainwright is far from fully exploited at 
this stage. 
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NATURAL RESOURCES GROUP 
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LITTLE BOW 


The Company participated in five additional wells in 
this oil and gas producing area of southern Alberta 
during the past year, resulting in one development oil 
well, three exploratory oil completions and one aban- 
donment. The various operators of Company interest 
lands have indicated that plans are to continue step- 
out and exploratory drilling during the coming year. 
While Company interest is small, 6 to 12%, the wells 
are excellent producers and we are pleased with our 
participation in this area. 


LITTLE BOW AREA, Southern Alberta. 
TRANS-CANADA ACREAGE &@ 
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Gas Well 
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BINDLOSS AREA, Sout 
TRANS-CANADA ACREAGE ff 


© Location 


Gas Well 
& Oil Well - Abandoned 
BINDLOSS 


Eighteen additional gas wells were completed in this 
area during the year, all being dual zone completions 
in the Milk River and Medicine Hat sands. Certain of 
the wells were deepened as tests of the Viking sand, 
but in every case encountered excessive water with 
the gas and were plugged back to the shallower 
zones. The new completions, together with approxi- 
mately twenty additional shut-in wells, were all placed 
on production during October, 1978. 


Operating problems have in the past kept production 
from this field from reaching its potential. However, 
these problems appear to be resolved and cash flow 
from Bindloss will increase during 1979. 


GEOTHERMAL 

Surface geological mapping of our Geothermal ac- 
reage holdings in the Western United States con- 
tinued during the year. This exploration phase is near- 
ing completion and the more attractive prospects will 
be evaluated during the coming year by geophysics 
and shallow temperature gradient holes. Some dis- 
cussions have been held with major operators regard- 
ing deep tests, but no decision has been reached to 
date. 


We continue to feel that certain of our holdings cover 
prime geothermal prospects and that this energy 
source “of the future” will turn out to be an exciting 
and profitable venture for the Company. 


WEST PEMBINA 


The acreage blocks held by the Company in West 
Pembina have seen considerable drilling activity dur- 
ing the year with notably little success. The Delta et al 
Pembina 9-21 test (T.C.R. carried 5% W.I.), a west 
offset to the Chevron - Pembina 12-22 discovery 
failed to encounter Nisku (D-2) reef and was aban- 
doned. Three wells drilled on the Company royalty in- 
terest acreage in Twp. 50, Rge. 12 W5 all failed to find 
reef. While no official information has been released 
on these tests, all ran casing, and we believe that all 
three had hydrocarbon shows in upper horizons, 
which will be tested at a later date. 


The closest discovery to Company holdings was a 
Texaco well in 16-6-50-11 W5, one mile to the east, 
which was completed as a Nisku (D-2) oil well. 


The aforementioned tests, which missed the prospec- 
tive reef zone, indicate the complexities of the geology 
and the extreme difficulty of seismic interpretation. 
Your Company has_ purchased seismic 
across its holdings, but have found interpretation by 
consulting geophysicists inconclusive. 


We continue to hold the leases in good standing by 
virtue of Cardium production. There are no imminent 
developments scheduled for these lands. 


West Central 
Alberta. 


WEST PEMBINA AREA, 
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GENERAL 


Your Company proposes to continue its aggressive 
exploration program for both oil and gas employing 
not only external drilling funds but also the substantial 
internal cash flows we are now enjoying. 


The Central Alberta “gas” program will be continued 
with both exploratory tests and step-outs from last 
year’s successful completions. This program, which 
resulted in nine discoveries and six abandonments 
during 1978 may be expanded during the coming year 
if additional drilling funds become established with the 
Company. 


Arrangements have been made to participate in 
deeper exploratory tests where the rewards for suc- 
cess are commensurate with the increased costs. 


A more aggressive program of exploration will be un- 
dertaken in the United States. Substantially higher 
prices for both oil and gas contribute to a high rate of 
return on investment in the U.S.A. and it is to the 
Company’s advantage to expend certain of its explo- 
ration dollars in this manner. 


The Wainwright “medium gravity” oil area will con- 
tinue to be the focal point of the Company’s drilling 
endeavours. The scope of future programs depend to 
a great extent on the wells now being placed on pro- 
duction and drilling plans will develop later in the year. 


PRODUCTION 


Oil production for the year totalled 86,700 barrels for 
an average of 238 barrels per day, an increase of 45 
barrels per day from the previous year. New oil com- 
pletions placed on production during the year will 
bring substantial increases in the daily average for 
1979. 


Natural gas sales for the year totalled 246,000 Mcf, 
215% higher than the previous year’s sales. The gas 
completions during 1978 resulted in 44 additional 
wells being placed on production. 


RESERVES 


Total proven and probable oil reserves of the Com- 
pany as at October 31, 1978 are 4,400,000 barrels, an 
increase of 1,200,000 barrels from the previous year. 
The major changes are the addition of Wainwright re- 
serves and a decrease due to a re-evaluation of 
Wayne-Rosedale reserves. 


Total proven and probable gas reserves increased 
from 12.3 BCF to 14.0 BCF, primarily as a result of 
additions from the Central Alberta exploration program 
and Wainwright acreage acquisition. 


Veep arpa 
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ALBERTA MAP SCHEDULE 


Twp. Rge. Mer. 
1. Taber 8-15 W4 15. Rumsey 34-23 W4 
2. Medicine Hat 12-4 W4 34-21 W4 
3. Little Bow/Enchant 14-18 W4 16. Provost 35-8 W4 
4. Turner Valley 19-2 W5 17. Pembina 50-12 W5 
5. Herronton 21-25 W4 18. Golden Spike 51-27 W4 
6. Jumping Pound 22-2W5 19. Leduc 50-27 W4 
7. Jenner 21-8 W4 =20. Bruce 47-16 W4 
8. Bindloss/N. Buffalo 22-5 W4 = 21. Viking-Auburndale 41-8 W4 
9. Acme 29-25 W4 47-6 W4 
10. Wayne-Rosedale 22-22 W4 22. Wainwright 45-6 W4 
11. Rose Lynn 28-12 W4 47-3 W4 
12. Chinook 29-8 W423. _-Flat Lake 65-19 W4 
13. Caroline 35-5 W524. Tweedie 69-13 W4 
14. Huxley 35-24 W4 25. Grizzly Valley B.C. 
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INTERNATIONAL DRILLING FLUIDS (NORTH 
AMERICA) 


This division supplies drilling muds, chemicals and 
specialty products to the oil and gas industry together 
with the trained specialists to service the drilling rigs 
using these materials. Operations are conducted in 
Canada and the United States. 


The Canadian drilling fluids market, as measured by 
the number of active drilling rigs, grew by 25% in 1978 
as compared to 1977. |.D.F.’s Canadian sales in- 
creased by 43% during the same period of time. 
|.D.F.’s performance in exceeding market growth was 
due to the continued and increasing recognition of the 
division’s capabilities in deep hole drilling together 
with expansion to new areas with new products. 


During the past summer drilling season |.D.F. supplied 
men and materials to a drill ship operated by CanMar 
Drilling in the Beaufort Sea. The program led to sev- 
eral improved results for the operator. Additionally, our 
Calgary laboratory was involved in all phases of test- 
ing and consulting on materials used for the entire dril- 
ling Operation. 


SERVICE INDUSTRIES GROUP 


Existing technology and products have been applied 
to the drilling of shallow gas wells in the very shaley 
gas producing horizons of South-Eastern Alberta. Re- 
sults have been most encouraging, indicating that 
formations have been protected and operators can 
thus optimize production. 


Currently the division has a program operating in the 
Athabasca Tar Sands, which in conjunction with a 
major operator, is making extensive use of a product 
designed by I.D.F. to achieve consistent evaluation of 
logging results and core analysis in test hole drilling. 


Sales in the United States again more than doubled 
those of the previous year with a small profit reported, 
compared to a loss last year. 


Technical competence is being stressed in an effort to 
make further progress in this market. An exclusive cel- 
lulose polymer product, developed originally by our 
overseas group, has been adapted to the particular 
problems associated with drilling in the Williston Basin 
area. Advantages to the operator include improved 
drilling rates, reduced mud costs and greater forma- 
tion protection. 


The United States continues to have the largest rig 
count in the world petroleum industry, and we plan to 
continue to dedicate the resources required for the 
growth of our operations in this excellent marketplace. 


INTERNATIONAL DRILLING FLUIDS (INTERNA- 
TIONAL) 


This division is an equally owned joint venture with 
English China Clays Ltd., a large U.K. company. Op- 
erations are conducted worldwide, excluding North 
America, through various foreign incorporated 50% 
owned companies. 


Sales volume for this division increased slightly over 
the previous year. Foreign currency results show a 
small profit for the year compared to a loss reported 
for the previous year. The improvement in local cur- 
rency results was achieved, despite reduced margins, 
by a reduction in administrative expenses and the re- 
duction or elimination of operating losses in certain 
areas. 


While the main emphasis is to increase sales in areas 
where operations are currently established, worldwide 
exploration and drilling activity is constantly monitored 
with a view to profitable expansion. 


Operations are currently being carried on in the U.K., 
Norway, Netherlands, Spain, Qatar, Oman, Egypt, 
Brunei and New Zealand. 
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oilind 
OILIND 
This division provides a service primarily to the oil and 
gas industry with products, methods, equipment and 
clothing to save lives and protect equipment. The 
major operations of the division are in Canada and the 


United States, although sales and service have been 
provided worldwide when requested. 


An increasing awareness by operators of the dangers 
inherent in drilling areas likely to encounter sour gas 
has created, particularly in the United States, a greatly 
increased demand for this division’s services. As can 
be expected in a growing market, competition in- 
creased considerably. This did not prevent an in- 
crease in sales of 66% over the previous year and a 
corresponding improvement in the division's profit 
contribution. 


Increased emphasis has been placed on equipment 
and supply sales in Canada and the results have been 
excellent. Capital expenditures for field equipment 
were increased considerably in the past year particu- 
larly for United States operations. A shortage of 
trained personnel is a major operating problem which 
requires and is receiving constant attention. 


RESEARCH & DEVELOPMENT 


R & D, as part of the Service Industries Group, is re- 
sponsible for all research and development work and 
technical training of employees. 


Several products and systems were brought to the 
application stage during the past year. A field-worthy 
method for analyzing DAP mud systems was devised 
allowing superior monitoring and hence control and 
management of this popular mud system. An im- 
proved viscosifier for KCI mud systems has been suc- 
cessfully field tested and is expected to have increas- 
ing use in the future. Future activity will include 
specific effort towards devising mud systems which 
provide all the required drilling fluid properties but 
which will also be environmentally acceptable. Tech- 
nical training of employees was conducted at an ac- 
celerated pace during the past year and emphasis on 
this important function will continue in the current 
year. 


EMPLOYEES 

At year end, Trans-Canada and its subsidiaries 
employed 115 people, 6 more than at the beginning of 
the year. Total cost of salaries, wages and benefits 
amounted to $2,312,329 for the year ended October 
31, 1978 compared to $1,952,658 for the previous 


year. 


FINANCIAL 


Net income for the year was $1,448,660 compared to 
a loss of $109,518 in the previous year. Before the 
extraordinary items, net income was $1,070,576 for 
the current year and a loss of $184,168 last year. 
Earnings were 22 cents per share including the ex- 
traordinary item and 16 cents per share before the ex- 
traordinary item. 


Total revenues increased by 51% to $13,175,009 from 
$8,715,492 for the previous year. Service industry 
sales increased by $4,044,376 or 50% and oil and gas 
revenues increased by $415,141 or 71%. 


Funds provided by operations totalled $1,947,907, 
equal to 29 cents per share, compared to $298,743 or 
6 cents per share last year. The increase in working 
capital during the year was $2,026,541 and the work- 
ing capital total at year end was $1,588,250. 


All areas of operations of the Company contributed to 
the significant improvement in earnings and all are 
currently operating profitably. The Con-Serve division 
ceased operations during the year and results for the 
year include the loss incurred prior to shutdown. 


Your Company’s share of the earnings of 50% owned 
companies was $89,751 compared to losses of 
$19,176 for the previous year. A foreign exchange 
gain of $126,000, resulting from the conversion of 
local currency results to Canadian dollars, is included 
in the above earnings. In the previous year, a similar 
gain of $66,000 was recorded. 


The major source of funds during the year was the 
rights offering made in February, 1978 which resulted 
in the issue of 1,203,922 shares and net proceeds to 
the Company of $2,309,126. Funds provided by oper- 
ations were $1,947,907 and new long-term debt, 
primarily bank production loan borrowings, provided 
$1,516,533. Total funds available were $6,360,810. 


Capital expenditures totalled $2,800,143 compared to 
$2,261,180 in the previous year. The natural re- 
sources group expenditures increased by 39% and to- 
talled $2,236,967. These expenditures were mainly in 
the Wainwright, Bindloss, Little Bow and Central Al- 
berta gas play areas. Service industry expenditures 
totalled $563,176 compared to $559,021 in the previ- 
ous year. 


Various corporate changes were completed by the 
Company during the year. Oilind Safety Engineering 
Ltd., a wholly owned subsidiary, was voluntarily 
liquidated and all assets transferred to and all 
liabilities assumed by the Company. Also, effective 
November 1, 1978, our two subsidiary companies in 
the United States, Oilind Safety Engineering, Inc. and 
International Drilling Fluids U.S. Inc. were merged into 
a single United States corporation called T C O Re- 
sources Corporation. The U.S. operations of Interna- 
tional Drilling Fluids, Oilind Safety Engineering and Oil 
& Gas are now divisions of this corporation. 


Subsequent to year-end, the Company sold its in- 
terest in the Wayne-Rosedale oilfield for $550,000. 
Proceeds were used to reduce bank production loans. 
In addition, the agreement for the sale of the Com- 
pany’s interest in Block 3/7 in the U.K. North Sea by 
selling all the shares of Trans-Canada Resources 
(U.K.) Limited was completed. Closing is expected 
shortly with the Company receiving a cash payment of 
U.S. $822,500, being consideration for the shares 
sold and the repayment of advances made to the sub- 
sidiary. 
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CONSOLIDATED BALANCE SHEET 


ASSETS 
October 31 
1978 1977 
Current assets: 
Cash | 2 e255 Gee ee ee 372,246 $ 121,662 
Accounts receivable — 
Trade... ea a ee 3,138,466 1,634,458 
Other ioe ee ee 279,752 366,910 
Due from 50% owned companies ... 25... -.24.7 27: 18,042 161,222 
Inventories: (NOl@?2)2)5 22 ee er 1,793,602 1,183,169 
Prepaid expense-and other. 6 eg 86,412 37,984 
5,688,520 3,505,405 
Investment in and advances to 50% owned 
companies (Note 3): 
Investment 36 931,918 842,167 
AGVanCOS i a 449,106 449,106 
1,381,024 1,291,273 
Capital assets, at cost: 
Oil and gas properties including 
exploration and development costs.................00:- 5,302,271 3,446,457 
Less: Accumufated depletion =... ee 714,105 530,103 
4,588,166 2,916,354 
Property, plant and equipment (Note 4) ................... 2,592,352 2,351,894 
Less: Accumulated depreciation -....5....5.:....2..-2 853,844 718,961 
1,738,508 1,632,933 
6,326,674 4,549,287 
Other assets and deferred charges: 
Deposits: and:0thetins ire ee ee 80,351 90,838 
Goodwill less amounts amortized ....................... 263,167 292,267 
343,518 383,105 
APPROVED BY THE BOARD: 
LUT [elm Director. 
$13,739,736 $9,729,070 


LIABILITIES 


October 31 
1978 1977 
Current liabilities: 
Bank indeptedness — sectired (Note 5)°..:.....2...32.. 0, $ 788,345 $ 561,312 
Accounts payable and accrued liabilities ..................... 2,762,353 2,826,883 
WMCOING taxes Davabie ee 102,912 97,737 
Cuiren. pouion OF ong-term debt: 2.2... 22.2 es 446,660 457,764 
4,100,270 3,943,696 
Long-term debt (Note 6): 
Bank ans secured (Note 5)... ) 1,407,922 1,358,659 
9% Series “A” convertible debentures ...................008. _ 200,000 
Omer secured fiabities ee 158,360 236,320 
1,566,282 1,794,979 
bess: Current DOMION. 6. 2 es ee a 446,660 457,764 
1,119,622 1:337,215 
DCE CC INCOMONAXCS 3.0) eo a een a a ba eee 99,872 28,518 
SHAREHOLDERS’ EQUITY 
Share capital (Note 8): 
Authorized — 
10,000,000 shares without nominal or par value 
Issued — 
Web. 930 shares (197 (,—5,6/3;252) 48. ee eee eee aes 8,136,612 5,584,941 
oninGien SULDIUS (NOG 12) foe eee ec cs os se Creu Cena a eee Oa — 13,500 
8,419,972 4,419,641 


Commitments and contingencies (Note 11) 


a ee are en 
$13,739,736 $9,729,070 
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CONSOLIDATED STATEMENT OF 


INCOME AND RETAINED EARNINGS 


Year ended October 31 


1978 1977 
Revenue: 
Sales and other operating revenue 22.0... espe eect ee nny een $12,175,818 $ 8,131,442 
Oil and gas production revenue ys yee eG eee ie ee 999,191 584,050 
13,175,009 8,715,492 
Costs and expenses: 
Cost of sales ioe a a i ees ee ae 8,725,187 6,369,606 
Administration, selling and:general 330. 22 on a ie 2,031,607 1,708,325 
Interest.on long-tern debits eee 150,575 177,910 
Other interest oc eee us oe a enipet es eee eae 77,760 70,468 
Depreciation 20 ee ree ei ee es eine ara ty cree ate ere 347,606 328,147 
Depletion a2. ss seu ae ae eee ean ene Rc ce che cme ge 184,002 85,303 
Amortization see cca ice heey ee ternrate tae eee ae ee cae oot Re ee ete 29,100 42,788 
11,545,837 8,782,547 
1,629,172 (67,055) 
Other income (expenses): 
Share of earnings (losses) of 50% owned companies ................. 89,751 (19,176) 
Gain on sale of- capital assets... a 43,064 29,893 
132,815 10,717 
Income (loss) before income taxes and extraordinary item ............... 1,761,987 (56,338) 
Income taxes (Note 7): 
Current 3 seis ia es es ee ie ee 241,973 90,440 
Deferred 25st ieee 8 cae en ee a 449,438 37,390 
691,411 127,830 
Income (loss) before extraordinary item. .....:..... 2 1,070,576 (184, 168) 
Extraordinary item: 
Reduction of deferred income taxes due 
to utilization:ot.loss carry forwards<.2. 43.3. 378,084 74,650 
Income (loss) forthe year «4.937, 1,448,660 (109,518) 
(Deficit) at beginning of year. a5 (1,178,800) (1,069,282) 
Contributed surplus transferred to retained 
earnings (Note. 12).00255 ee a eee 13,500 ae 
Retained earnings (deficit). at endiof year... 641.5). $ 283,360 $(1,178,800) 
Earnings per share (Note 10): 
Income (loss) for the year before extraordinary item: 
BaSiG ss das Becvhcleh Sen eee em ets eee es ee ett $0.16 $(0.04) 
Fully diluted: setts Ss ce See aie saoe cartier erg ee ee zie $0.16 = 
Income (loss) for the year: 
BaSIC ae Sais, Pee ra cacti CN tata Hanae Se I Ri On eget ead $0.22 $(0.02) 
Fully: diluted er Ward creer tnmne tetra year cee peat iene een $0.21 = 
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CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION 


Financial resources were provided by: 
Operations — 
Income (loss) before extraordinary item ..............-............. 
Add (deduct): 
Depreciation, depletion, amortization and 
Oe NON-Cash lems 600. le 
Share of (earnings) losses of 50% owned 
COMPNCS 2 ee 
Deferred income taxes 


Ca Wand eer ed Tees ee a Wot Tn aN ae er Yee oer Hex eet ESL Ge Sat est Joe ae aad Pe SET Toes pect a yeen va Sede (Poe ies Bley ae ee tees 


Pes er dat a Yeates he be a at Day Sei Tene Bed spe) ec ee ec Pau ti A ean er Peat pete ane yeas PAS heed ike par ee eee Te 


Proceeds irom sale Of assels 
Proceeds from oil and gas properties 
POnG cin UCbi 
Issue of share capital for cash (Note 8) 
Other 


Financial resources were used for: 
Ol ali as DIOPCHiGS oa a ee 
BrOvemy. Dial and CQuUIDINCN. 3) Gao. ae ee ea eo 
Reduction in long-term debt, less share 
Capital O1 $200,000 issued in payment .............-2.: ieee ee 
Pivesinent t.007% OWNEC COMPANIOS 2.4... 5c ee ce he ee 


increase (Cecrease) in working Capital iii. e el ence eee ees 


Working capital (deficiency) at beginning of year............. cece eee eee 


Working capital (deficiency) at end of year ......... 0... eee eee eee 


Year ended October 31 


1978 


$1,070,576 


517,644 


(89,751) 
449,438 


1,947,907 


244,212 
290,000 
1,516,533 
2,351,671 
10,487 


6,360,810 


2,145,814 
654,329 


1,534,126 


4,334,169 
2,026,541 


(438,291) 


$1,588,250 


1977 


$ (184,168) 


426,345 


19,176 
37,390 


298,743 


ela,J9e 
528,482 
1,225,751 
9,040 
2,109 


2,337,117 


1,272,010 
988,610 


824,606 
6,305 


3,092,091 
(754,974) 


316,683 


$ (438,291) 
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NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


Accounting policies: 


The following accounting principles and practices are set forth to facilitate the understanding of data pre- 
sented in the financial statements: 


(a) 


Ss 


— 
2 


s 


The consolidated financial statements include the accounts of the Company and its subsidiaries all of 
which, with the exception of Jagor Resources Ltd. (53% owned), are wholly-owned. The excess costs of 
subsidiaries and businesses acquired over the related net asset values at dates of purchase are shown 
as goodwill and are being amortized over twenty year periods from date of acquisition. 


The Company follows the equity method of accounting for its investment in 50% owned companies. 
Under this method the cost of the Company’s investment is adjusted for its share of undistributed earn- 
ings or losses and capital transactions of the 50% owned companies. The Company’s share of earnings 
or losses of these entities is shown separately in the consolidated statement of income and retained 
earnings. 


Current assets and current liabilities of foreign operations have been converted to Canadian dollars 
using the exchange rates at the date of the balance sheet. Other foreign assets and liabilities have been 
converted at the rate in effect at the time the original transactions took place. Revenue and expense 
items, with the exception of depreciation (which is converted at historical rates), have been converted 
using average rates of exchange throughout the year. Resulting foreign exchange gains or losses are 
included in the statement of income and retained earnings. 


The Company follows the full cost method of accounting for oil and gas operations whereby all costs 
related to the exploration for and development of oil and gas reserves are capitalized. Costs capitalized 
include those related to acquisition of petroleum and natural gas rights, geological and geophysical 
exploration, lease rentals on undeveloped properties, drilling of wells and applicable overhead ex- 
penses. All such costs are depleted on a composite unit-of-production method based on estimated 
proven reserves of oil and gas. Proceeds on disposal of properties are ordinarily deducted from such 
costs without recognition of profit or loss except where such disposal includes a major portion of the 
reserves. 


Research and development costs are expensed as incurred. 


Depreciation of production and related equipment is calculated by the straight-line method mainly at the 
rate of 5%; automotive equipment by the diminishing balance method mainly at rates from 30% to 50% 
depending on usage; rental equipment by the diminishing balance method mainly at the rate of 20%; 
furniture and fixtures by the declining balance method mainly at the rate of 20%; leasehold improve- 
ments by the straight-line method over five to seven years and other equipment by the diminishing 
balance method at rates from 10% to 25%. 


Additions, improvements and repairs and maintenance that significantly add to productive capacity or 
extend the life of an asset are capitalized. Other expenditures for repairs and maintenance are charged 
to income as incurred. 


Inventories: 
Inventories consist of the following: 


1978 1977 

Drilling fluids, at lower of cost or 

NeltOaliZanle: Value = ee es $1,459,954 $ 868,039 
Safety supplies, equipment and parts 

at lower of cost or ‘net realizable 

WAG ee, 310,585 300,744 
Oi a tet ealizapie Valle ke. 23,063 14,386 

$1,793,602 $1,183,169 


Investment in and advances to 50% owned companies: 


The condensed combined balance sheet and certain income statement information for those companies in 


which the Company has a 50% interest is as follows: 


September 30 


1977 


(thousands of dollars) 


Balance Sheet: 


MVCUEO GAA ee a EG oc eee ok $ 1,596 $ 1,449 
DI CSO ee re as os i ee i ea 1,076 1,014 
We AGSClG ee a a ee ee 2 32 
Re MOIUGrs ANVONCOG. ee eh Se ee ____ (810) (810) 
eC S OCU eg yeh ie ya ec esas we $ 1,864 $ 1,685 
Income Statement Information: 
VOI es er ec als bv vues ee on $18,974 $13,452 
ost or sales and Operaiing COSIS... .. . 2a cs a ce $18,031 $12,992 
income (loss) before extraordinary iteM .... 2.02... ee eee wees $ 180 > (38) 
POON ay ce ye bourse Sars $ 180 $ 58 
Property, plant and equipment: 
Property, plant and equipment consists of the following: 
1978 1977 
Accumulated Net book Net book 
Cost depreciation value value 

Production and related 

SQUIDIMNGNU ME Meee eae aC. Ca $1,147,503 $224,571 $ 922,932 $ 867,122 
Automotive equipment .;............5.55 541,205 259,740 281,465 251,091 
EMAL COUIDMON saccade ctw eects eles 425,930 130,278 295,652 203,442 
Furniture, fixtures 

and leasehold 

IID COVENICUIS Wana tre tread Oh cet 5, lave es 234,594 122,322 112,272 142,089 
OURO ee oe eC Ne, 243,120 116,933 126,187 169,189 

$2,592,352 $853,844 $1,738,508 $1,632,933 
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Bank indebtedness: 


Bank indebtedness, both current and long-term, is secured by certain producing oil and gas properties, a 


general assignment of accounts receivable, a floating charge debenture in the amount of $300,000 and the 
Company’s shares in certain affiliates. 


Long-term debt: 


(a) The long-term bank loans are evidenced by demand notes and bear interest at 1% to 1'/2% above 
prime rates. The present terms of repayment of these loans extend up to 1983 and require principal 
instalments amounting to $337,200 annually, however the bank reserves the right to call these loans on 
demand. 


(b) Other secured liabilities consist of various finance contracts covering certain equipment purchases. The 


contracts are being retired by monthly payments of principal and interest over various periods not in 
excess of three years. 


The total repayment requirements during the next five years ending October 31 are: 1979 — $446,660; 
1980 — $353,100; 1981 — $289,200; 1982 — $289,200 and 1983 — $188,122. 


(c 


— 


Income taxes: 


(a) Since there was no virtual certainty of realization when accounting losses arose in one of the sub- 
sidiaries, no provision has been made for future benefits, which may arise with respect to the amounts 
charged to operations in excess of related deductions for tax purposes. As at October 31, 1978 these 
amounts consist of tax losses of approximately $392,000 less timing differences of $114,000. The tax 
losses expire as follows: 1979 — $2,000; 1980 — $27,000; 1983 — $125,000; 1984 — $165,000 and 
1985 — $73,000. In addition there are unrecorded investment tax credits amounting to $76,000 availa- 
ble to offset taxes payable. 


S 


The statement of income and retained earnings shows a provision for income taxes of $691,411 in 
relation to income before provision for taxes of $1,761,987. This tax expense is less than the normal 
expected tax expense of $828,000 (calculated by applying the Canadian corporate tax rate of 47% to © 
income before income taxes and extraordinary item). 
The main differences are explained below: 


Computed income taxexpense <..0 3.3. $828,000 

Add (deduct): 
Crown charges disallowed for tax purposes ............ 1.120302), 96,000 
Resource profits rate’reductions:...:47..24. (05) 2 (120,000) 
Provincial resource industry rebates’... 5. ....0) 3 (33,000) 
Equity earnings of 50% owned companies ..2.................5 (42,000) 
Investment tax credits: S950) oe (13,000) 
Otero (25,000) 

Tax expense reflected in the accounts’... 7.0). $691,000 


10. 


vale 


pes 


Capital stock: 
(a) The changes in issued share capital are summarized below: 


1978 1977 
Number of Share Number of Share 
shares capital shares Capital 
Balance, beginning 
Ol Year 2 ba 5,673,252 $5,584,941 5,077,839 $5,142,901 
Issued on conversion 
of Series “A” Debentures ............. 266,666 200,000 PM LTE Byes) 433,000 
Issued upon exercise 
OL SIOCK OPIIONS 6 62 ss 85,090 42,545 18,080 9,040 
Issued upon exercise 
Obrighis ONGNNG «43 1,203,922 2,309,126 — —_ 
Balance, end O1 year 2... ee. 7,228,930 $8,136,612 5,673,252 $5,584,941 


(b) As at October 31, 1978 the Company had reserved a total of 100,780 of its authorized but unissued 
shares under an Employees’ Stock Option Plan. 
Employee stock options to purchase 71,120 shares were outstanding at year end, including 24,920 to 
officers and directors. All of the options are at a price of 50¢ per share, are exercisable at the rate of 
20% per year and expire on December 14, 1980. 


Remuneration of directors and officers: 


Remuneration of directors and officers for the year ended October 31, 1978 aggregated $243,798 (1977 — 
$224,900). 


Earnings per share: 
Earnings per share have been calculated using the weighted average number of shares outstanding during 
the period. 


Commitments and contingencies: 

(a) The Company has entered into lease agreements for premises at annual rentals approximating 
$170,000 as at October 31, 1978 and for various terms extending up to 1982. 

(b) The Company has guaranteed the bank indebtedness of two 50% owned companies, |.D.F. (U.K.) Li- 
mited to the extent of 50% of £1,000,000 ($2,333,000 Cdn.), and |.D.F. (Netherlands) B.V. to the extent 
of 50% of 500,000 Dutch guilders ($280,000 Cdn.). The outstanding bank indebtedness of these two 
companies at their year end was £847,000 ($1,977,000 Cdn.) and 258,000 Dutch guilders ($145,000 
Cdn.) respectively. 


Contributed surplus: 


Contributed surplus (at the beginning of the year) of $13,500 was transferred to retained earnings during the 
year. 
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13. Subsidiaries and 50% owned companies: 


The principal subsidiaries of the Company are as follows: 


Jagor Resources Ltd. (53% owned) 
International Drilling Fluids Ltd. 
International Drilling Fluids U.S. Inc. 
Oilind Safety Engineering Inc. 
Trans-Canada Resources B.V. 
Trans-Canada Resources (U.K.) Limited 


The 50% owned companies that have been accounted for by the equity method all have a September 30 
year-end and consist of the following: 

International Drilling Fluids (Bermuda) Limited 

International Drilling Fluids Espana, S.A. 

International Drilling Fluids (Netherlands) B.V. 

International Drilling Fluids (U.K.) Limited 

Drilling Fluids Consultants Limited 


14. Subsequent event: 


Subsequent to the year end, the Company concluded an agreement for the sale of all the shares of its 
subsidiary, Trans-Canada Resources (U.K.) Ltd. The only asset of the subsidiary is an interest in a produc- 
tion licence for Block 3/7 in the U.K. North Sea. The Company will receive payment of U.S. $822,500 being 
consideration for the shares sold and the repayment of advances made to the subsidiary. 


This sale will be subject to capital gains tax treatment in Canada and based on exchange rates at October 
31, 1978 will result in a tax charge of approximately $200,000, to offset against the gain on sale of approxi- 
mately $890,000. 


AUDITORS REPORT 


To the Shareholders of 
Trans-Canada Resources Ltd. 


We have examined the consolidated balance sheet of Trans-Canada Resources Ltd. as at October 31, 1978 and 
the consolidated statements of income and retained earnings and changes in financial position for the year then 
ended. Our examination of the financial statements of Trans-Canada Resources Ltd. and those subsidiaries of 
which we are the auditors was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. We have relied on 


the reports of other auditors who have examined the financial statements of a subsidiary and the 50% owned 
companies. 


In our opinion, these consolidated financial statements present fairly the financial position of the Company as at 
October 31, 1978 and the results of its operations and the changes in its financial position for the year then ended 


in accordance with generally accepted accounting principles applied on a basis consistent with that of the preced- 
ing year. 


Calgary, Alberta. Lee ee ES iy. here. 


December 29, 1978 Chartered Accountants 
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FIVE YEAR FINANCIAL 
AND OPERATING REVIEW 


1978 1977 1976 1975 1974 
Revenue: 
Sales GV ANSIMGLUAEN A. cry o ex tchante tk RoR Re IR CRN ae ae $12,175,818 8,131,442 7,381,344 5,087,985 7,780,712 
Oil and gas production revenues after royalties.......... 999,191 584,050 612,461 565,547 427,371 


13,175,009 8,715,492 7,993,805 5,653,532 8,208,083 
Costs and expenses: 


CostiosaleSmeneeereeer ror “ib Derecta OI Raat hoger Oa ae 8,725,187 6,369,606 5,350,484 3,963,830 5,677,308 
Administration, selling and general..................... 2,031,607 1,708,325 1,426,367 1,056,842 1,898,081 
AETREISS. t.c'0-0.056.c8 setkencho re OecpOh eRe RER a E PS ee ee 228,335 248,378 263,979 213,462 204,262 
Depreciation, depletion and amortization................ 560,708 456,238 419,323 342,642 286,947 
MIMETEl MOSAIES WENT Oli oo ococnsnananeunoonaacanas — — 25,937 70,690 = 
11,545,837 8,782,547 7,486,090 5,647,466 8,066,643 
1,629,172 (67,055) SOAS 6,066 141,440 
Other income (expenses): 
(Cetin (OSS) CO) GSHAar CHYNOSEIS coon co sanvcenvccnenennaas 43,064 29,893 8,173 (119,436) 59,428 
Share of earnings (losses) of 50% 

OWHEGICOMPAMICS mega matetiery vaya eres sis nee tele 89,751 (19,176) 90,272 (35,235) 64,252 
Minority interests in (earnings) losses .................. — _ — 4,630 37,201 
INCOMOMAXOS HERR er eae as ore ite ee as care (691,411) (127,830) (318,321) (82,762) (220,070) 

Net earnings before extraordinary items .................. 1,070,576 (184,168) 287,839 (226,737) 82,251 
EXxtraOncinanvalleMmSmerr ert natiner ne sian eee 378,084 74,650 282,429 — 944,971 
Newealinings OSs) (I)k(2) meeerrarmtmereirmcrtentermocisercie ¢ $ 1,448,660 (109,518) 570,268 (226,737) 1,027,222 
ACU AMETRE) « istego d.o-crc:o hONIOw Adel Obs CIO TAT Cuca PREECE ne Ee ar $ ee (.02) a (.05) 23 
Cas hntlOWpmremret atte eaten t fs Aerostar retin, Gil eu ce ihSibue Bosal « $ 1,947,907 298,743 911,623 360,702 376,114 
Cashutlowsperashanemmperrraris i eennstaisicvois sccistene roricccte ee ai $ .29 .06 18 .08 .08 
BALANCE SHEET DATA: 
WONG) CEE (CENIGIEMOY) anooonsasancoconnmancnnonce $ 1,588,250 (438,291) 316,683 7,242 132,694 
Investment in 50% owned companies .................. $ 1,381,024 1,291,273 1,256,144 1,325,481 1,249,101 
CapitalkassetSr—netappeyatermiiice i aie a vite ca caees $ 6,326,674 4,549,287 3,473,138 3,006,373 2,702,860 
Fongptonmice bigemememnrri creas abe a. ayers tne oe oes $ 1,119,622 Ie 215 1,369,070 PoOMnns. 1,202,975 
SharenoldersmequitVaemmmerincmenice cutie aerate $ 8,419,972 4,419,641 4,087,119 3,515,851 3,463,647 
—sDemShiaheuats yO ala Ol Gkecuanescin amen seis nec execs $ 1.16 78 .80 .69 76 
COMMON STOCK: 
SAreSLOULStanciGimemterantetcnrne rset ears nevsesrsrs cari eucnscils ties 7,228,930 HW ACH toy 5,077,839 5,075,839 4,528,623 
Share trading range: 
Quarter ending: Jan. 31 April 30 July 31 Oct. 31 
Asi —Siillel ils oo cegeate tesa cee ea CINEREA nner $3.70 $3.35 $2.63 $2.25 
SLOT 5 cccrereramio aa ates Ob oaR Ne OC Oe CNS eee 1.49 2.12 1.70 1.40 
17S AIC Meurer sit ramnesn ti crarsratn peayece/acd eller sim lebee sence aval .68 79 1.74 
aL Win weenie tr cicrcsabe ayn eucinucrcherastem Agia aecd oo tev ay ESI 35 ie) .66 
GROSS PRODUCT SALES (3) 
Crude oil: 

Sales — Daly OlS werpsrtesercenyernesrs o acses wha mace vel atm viet shenn sued ya ers 86,751 70,426 98,480 97,400 138,600 

SaleSe— | Dal§relS:DOniCaVencteciaa staat cears esi e ara) sun ieee wes 238 193 269 267 380 

Price per barrel before royalty ...........0s sce e eevee $11.40 $10.26 $8.12 $7.15 $5.02 
Natural gas: 

SaleSt— MC feaeane annsmrersp ari rec.s 4 icrsuvctuh Msaraiink ic vtn 05d 245,630 78,471 60,233 66,937 

Salest— MCR DCA main arcnncniety actkeliversistalays siencnnene 673 214 165 183 — 

PriconpomM CR before noVallVianumrnieiini li itb isis $ 1.54 $ 1.29 $ .96 $ .62 _— 

RESERVES — GROSS (4) 
OI MDDISS Ameer en tinct maine has hale itaridatere ae 4,444 3,194 1,884 3,532 9,490 
Gast MMC) eeteatermt warden e th aacereialaintlsimainie 9 avai 13,994 12,300 9,300 12,300 11,250 
LAND HOLDINGS: 
GhOSSTACIOS Bean cn teen ara sea tetan misiGrak dre etn Sie inom eed 1,830,771 1,814,211 1,853,023 2,361,043 10,619,101 
NeaCheSeeerrte ty atr aane Smita aimee naam ees 60,419 58,391 63,032 67,274 409,267 
NUMBER OF EMILOMEES oo ou noaaccsencsadanvonnengom 115 109 104 79 74 


Notes to Five Year Review 

1. The policy of currently expensing research and development costs was retroactively adopted in 1976 and prior years have been 
restated accordingly. 

2. Effective August 2, 1974 the Company's interest in two subsidiary companies was reduced to 50%. The 1974 figures consolidate 
results of these companies to July 31 at which time the equity method of accounting was adopted. 

3. Gross volumes (rather than net which would provide a deduction for royalties) are reported to facilitate comparisons which would 
otherwise be distorted by changes in basic royalty rates and supplementary royalties which vary with sales prices. 

4. Includes proven and probable additional reserves before deducting royalties and excludes minority interests in subsidiary com- 
panies. 
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TO THE SHAREHOLDERS 


Natural Resources Group 


During the first half of its fiscal year, the Company par- 
ticipated in the drilling of 27 wells resulting in 9 oil com- 
pletions, 9 gas completions, 5 wells dry and abandoned 
and 4 wells completed as water injection wells. Five oil 
wells and the injection wells were in the Wainwright area 
of Central Alberta where our pressure maintenance 
scheme has been approved by the Alberta Energy Re- 
sources Conservation Board. The Wainwright develop- 
ment will be fully operational this summer. The remaining 
oil wells were completed in the Enchant area of southern 
Alberta and the Ratcliffe area of southern Saskatchewan. 
Six of the gas wells were development completions at 
Bindloss, Alberta, while the remaining three gas comple- 
tions and the abandonments were the results of the initial 
wells of our 1978 exploration program. 


Two wells have been drilled and abandoned on Com- 
pany interest lands in the West Pembina area of Alberta 
and two more will be drilled during the year, all at no cost 
to the Company. Neither of the abandoned wells encoun- 
tered Nisku (Devonian) reef. 


During the period, additional Company interest gas 
wells have been placed on production, under existing 
contracts, which will increase cash flows from the natural 
resources division during the last half of our fiscal year. 


Service Industries Group 


Sales of International Drilling Fluids in Canada are 14% 
higher than last year while earnings are 23% lower. Mar- 
gins have not yet improved as anticipated, and expenses 
have remained high. We expect improvement in these 
items in the balance of the year. 


1.D.F.’s operations in the United States recorded a very 
successful second quarter. Sales have increased steadily, 
and margins have also improved. The company is now in a 
profit position for the year-to-date, which is a substantial 
improvement over the loss incurred for the comparable 
period of the previous year. 


The operations of the Oilind companies in both Canada 
and the United States continue to produce record results. 
Sales are 48% ahead of last year, and the increase in earn- 
ings is more than proportionate. 


As mentioned in our first quarter report, the Con-Serve 
division (environmental protection services) has been 
closed down. The assets of the division are being sold and 
no major losses on dispositions are anticipated. The 
majority of the costs and losses associated with the 
close-down of operations are reflected in the accompany- 
ing statements. 


The 50% owned companies in |.D.F. Overseas reported 
a small profit in the second quarter, thus reducing our 
share of losses for the year to date. Activity in the North 
Sea, which is a major sales area, has increased following 
the severe winter weather conditions. The maintenance of 
proper margins in this area, however, has become increas- 
ingly difficult due to greater costs and competition. 


Financial 


Revenues for the six months were $6,136,144 compared 
to $4,330,134 in the previous year. Service industries’ sales 
increased 41% to $5,679,472 and oil and gas revenues in- 
creased 62% to $456,672. Earnings for the period were 
$374,827 compared to $38,538 in the same period last year. 


Increased earnings in the Oilind companies, Oil & Gas 
division and International Drilling Fluids U.S. Inc. more 
than offset the reduced earnings of |.D.F. Canada and the 
losses of the Con-Serve division prior to its shut-down. All 
continuing operations of the Company with the exception 
of the 50% owned companies in |.D.F. Overseas are 
operating profitably. 


Funds provided by operations were $734,666 compared 
to $282,599 for the previous year. The recent rights offer- 
ing added over $2,300,000 to funds available. A portion of 
the proceeds have been used to reduce bank operating 
and production loans, which lines of credit remain availa- 
ble as required for the Company’s exploration and de- 
velopment work. Working capital increased during the 
period by $1,580,910, and totalled $1,142,619 at the end of 
the period. 


Yours very truly, 


VII PEL dip 


B. A. Macdonald 
President 
June 14, 1978 


lawson graphics western limited 
Line's in Cenece 


Yes 


ARO8 


INTERIM REPORT 


FOR THE SIX MONTHS ENDED 
APRS OTs197.8 


& 


Ne 
a ‘oe ie sos 
“Prans-fanada fesours 


ae 


atts 


<2 
LTD) 
a 


8r7'69L 


€89’9LE 
(S€v’ZrL) 


000'Z9€'L 


87Z'OL 
866'S 


ZLr'L09 


786‘ 00F 
SLE‘CrE 


S9S‘6L7'L 


000’¢€ 
0SZ'L6r 
9LZ'9Eb 


669787 


028'0¥ 
LSL’8S7 


(Ctr'9L) 


LL6L 


. 


$ 


4) eMeeisha si axenejielsy jeneiie; sueaeliaivelielis «\\s)s) se 


ee Tar ieee NOMIC jo pua “Teyideo SUDIOM 
** pouad jo B8uluuisaq (Asuaisyap) jeyideo BULDION 
srrtesessss* peqides Supom ul (aseaidap) aseasou| 


"7" * sadieyd pasajap pur sjasse 1ayiO 


aiielis (sisi enelieinoltetiettenelehefielielvel (elo lailel shies: is: water te jore:e saluedwoo 
%0G 0} SAEDURAPR pur U! JUdWSaAU| 


Dee "77" (IN = ZZ6L 1000‘007$ - 826) 


juawAed ul panssi jeyIdeo 
a1BYs Sse] }Qap W4a}-Buo] Ul UONDNpay 


aiidWievictrelrou-niiuliehieheMeltsivel tol sue juawdinba pue ued ‘Auadoig 
Pe Seas ser "7" sanedoid jesauiw pue ses ‘IO 
10} pasn 949M Sadinosai jeIoueUly 


"7s ">" ysed 10} jeyided aieys jo anss| 


Otente taro, Cle dats heise reo e585 qap w4a}-3u07 


sjasse JO aes 
Trreseesssssss==suonesado Aq papiaoid spun4 
Sie) lejeneliaqedietleitwi.s! eliede) sLsi-si\silelley) si) s/s tallede) s).< saiuedwos 
PeuMO %OgG }O ssoj ul Ayinby 
Tore ss ss" JaY4}O Puke Saxe} BWIODU! Paiajap 
‘uonezniowe ‘uoiajdap ‘uoneiaidap ppy 
eee wa}! Areulpsoesjxa a10jaq (Sso}) aWOdU| 


:suoneiadg 
:Aq papiAoid a1aM sadinosas jeinuRuly 


O€ Judy papua syjuoWw xIs ay} 104 


(payipneun) 


uoNIsod JeIouRUIY Ul SasULY) JO JUaWIA}L}S pa}epI]osuoD 


Re) 


LOS sree essss"* nouad 40} awodu] 
= sess ay Areulpsoeixa 
a10Jaq awodu] 
saseys iad ssulusey 
BES'BE ie Ae DONO ONS tuODU} 
096‘tS SS) 8) 0) le 658.8" 8 ele Jere etm) S9xe} 9WODU! 
paiajap Jo AlaAoday 
(tr 9L) HSI ere hele wa}! Areuipsoesjxa 
a10jaq (Sso}) aWOdU| 
007‘06L 
096‘tS OeHe (eelle © (0 0)'6 eho neues tenes pouajaq 
Ov7‘SEL O18 le so ene ie aleayete ate ts omens judiiny 
'SOXP} IWODU| 
BLL’ELL "7" * Way Aveulpsoelxa pue 
SAXP] BWODU! B1OJaq aWOdU| 
(86Z’9L) 
(028’0r) ** saluedwod paumo %0¢ JO 
(SSO]) SSulusea yo areys 
7LO'b7 “* sjasse pax Jo ayes uo uley 
:(asuadxa) awodu! 4ayIO 
92S‘06L 
8SS'6EL'P 
€68’8L Opa tele mL EZ 1OUIY, 
00969 ©. 0 w.s\\0\ 06 0.0 00 © 4) 0 0 0 a 6 uonejdaq 
OLL'BEL oe We ee UNE DOICOG] 
RLO‘ZZ Brine tee OOS VEE TLE TG 
€+0'06 "** Qap W4a}-3u0] UO jsasa}U| 
9Z0‘Z+8 (iin weeheeeoe|Clolos Ole 
Buljjas ‘uONeySIUIpY 
807‘ €S6'7 exeliene ts: S18 16». 6 0, S 0s) 6 te sajes ite) ysoD 
:Sasuadxa pure s}soz 
VEL‘OEE’D 
778‘ L8z 2 ee fw Cie el ee . @nudAdl 
uononpoid ses pue |i9 
OLE’8r0'r $ CHIL Lost ean Su) aah e oa ee. QOnNuUudAdI 
Buneiado 1ayj}0 pue sajes 
:9NUdAdY 


LZ6L Lise 
0¢€ Judy papua syjuoWw xIs ay} 104 


(payipneun) 
suonesiadG JO JUdWa}P}S Pa}epl}osuoy 


017 S§aR=MaM URED SSGBY E2QDG2U002 "9 S500 02009, 


